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Abstract : Previous literature on microcredit schemes tend to focus on the benefits of these 
scheme on rural poor. This study, meanwhile, tries to explore the potential advantages of 
microcredits schemes on the urban poor. There is currently limited literature that document 
how urban poor have benefited from microcredit schemes especially in regard to providing 
additional income to support their families. The fact that poor residents in urban areas are not 
able to access bank loans to start their business forces them to borrow money from loan sharks. 
This situation puts the aspiring poor urban entrepreneurs at an even disadvantage position 
when they could not pay back the loan. Building upon this framework, this study surveys 257 
poor urban entrepreneurs from Kuala Lumpur, a capital city of Malaysia. The overall finding 
reveals a positive and significant correlation between receiving microcredit schemes and 
business sustainability. Specifically, respondents highlight that their income has increased 
between 10-50% through microcredit scheme assistance. This finding highlights the importance 
of microcredit schemes as part of government strategy to reduce urban poverty.  
 




Malaysia was introduced microcredit 
program as an effective macahisme for 
poverty eradication programme, this 
program inspired by microcredit program 
in Bangladesh.  Microcredit program help to 
reduce the independence of poor from 
government by promoting the concept of 
self reliance (Roslan, 2006). Traditionally, 
its known as a tool for rural development 
and poverty alleviation, microcredit  
programme will given creadit to the poor to 
start their own income-generating activity. 
There are several microcredit institution in 
Malaysia, Tabung Ekonomi Kumpulan 
Usahawan National (National 
Entrepreneurs Economic Group Fund - 
TEKUN) and Amanah Ikhtiar Malaysia (AIM) 
is the leading organization working toward 
socio-economic development of the poor 
and hardcore poor household in Malaysia. 
TEKUN was established in 1998 under 
Ministry of Entrepreneur Development and 
Cooperatives Malaysia whereas AIM was 
established in 1987 to provide small scale 
financial services and training to poor and 
hardcore poor only  (Manum et al., 2012). 
 
Microcredit program provided two different 
approach for poverty alleviation. The 
institution provide credit to the poor as 
capital to run the business as well as 
promote self-employment productively. On 
the other hand microcredit also provide 
non-credit services such as training, 
information sharing and monitoring among 
members and skills transferred (McKernan, 
2002). Non-credit service  provided by 
microcredit institution to all the borrowers 
which not being provide by commercial 
bank. This is an important component of 
microcredit success and thus a critical 
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element to maintain when expending and 
replicating the programme. 
 
Poverty eradication has become one of the 
government agenda around the world as 
poverty problem happen in everywhere and 
faced by developed country as well as in 
developing country. Malaysia is one of the 
developing countries that face with poverty 
problem since independence. Malaysian 
government is very concerned on the 
problem of poverty among low income 
group. After 58 years of dependence from 
the colonialisms, poverty is still 
continuously happened in Malaysia. 
Therefore, government of Malaysia was 
introduced several of policy and programs 
in order to solve this problems. As recorded 
by Department of Statistics Malaysia shown 
that, in 2004 hardcore poverty was reduced 
from 1.2 percent to 0.07 percent in 2009 
and by that reduction the incidence of 
overall poverty fell from 5.7 percent in 2004 
to 3.8 percent in 2009 and overall of 
poverty rate currently in Malaysia is 3.7 
percent (Department Statistic of Malaysia, 
2011). 
  
Malaysian poverty problem no longer can 
be addressed in the same way as it has been 
done in the past. There are various policies 
strategies and programs that were 
formulated and adopted managed to have 
significant impact on absolute poverty 
reducing its incidence from 50 percent in 
1970 to 3.6 percent in 2007. Malaysia is no 
longer just grappling with absolute poverty 
but also with relative poverty, pockets of 
persistent poverty and urban poverty as 
well as increasing inequality. 
  
Therefore  government was introduced 
several policies in order to handle this 
problem, starting from 1971 New Economic 
Model (NEP) was introduced, followed by 
National Development Policies (NDP) that 
was launched in 1982 and  implementation 
of National Vision Policy (NVP) in 2000. In 
2010, Prime Minister of Malaysia was 
announced  New Economic Model (NEM) 
which is intended to more than double the 
per capita income in Malaysia by 2020. Start 
from that, this program has become yearly 
agenda by government to allocate for social 
business model for poverty alleviation 
program purposes. 
 
There are the programs and strategies done 
by government in order to reduce poverty 
problems in Malaysia. A combination of 
continued welfare and new drive towards 
independent living were incorporated in the 
strategy. Hence, from time to time 
government was introduced the new 
programs to take care of the vulnerable of 
the society. Eleven of program was 
identified and suggested as high priority for 
poverty reduction program, the programs 
are: advancing agricultural sector, 
strengthening small medium enterprises, 
improving welfare of student, strengthening 
pre-school education, improving literacy 
and numeracy, creating quality school, 
increasing home ownership, expanding 
public health facilities, enhancing social 
safety nets, improving retirement scheme 
and microfinance vs microcredit (Hatta and 
Ali, 2013). Microcredit has been given 
attention by government to provide loan 
credit for poor to start business with less 
procedur and bureacracy. 
 
Microcredit can be defined as financial 
instrument such as loans, savings, insurance 
and other financial products that are 
tailored only to the poor. Microcredit is 
created in the economy for the economic 
benefit of the poor and alleviates poverty. 
Before introduction of microcredit, the poor 
had difficulty accessing commercial finance 
institution because of the lack of collateral 
and unverified credit histories. Robinson 
(2001), refer microcredit as small scale 
financial service primarily credit and 
saving-provided to people who farm or fish 
or herd. On the other hand, microcredit is 
lending side of microfinance. Microcredit 
loans help the poor to be involved in income 
generating activities that allow them to 
accumulate capital and improve their 
standard of living (Littlefield, Morduch & 
Hashemi, 2003).  
 
Microcredit and National Development 
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Microcredit  has given positive impact of 
national development. By provided loan 
service to the poor and hard core poor, 
nearly half world’s populations are able to 
access to the basic financial service.  Smith 
and Thurman (2007) as quoted by the late 
Milton Friedman, Nobel Prize winner in 
Economic 1976, “The poor become poorer 
not because they are lazy but because they 
have no access to capital”.  This is the 
reason why micro-credit institutions are 
necessary as the institutions provide an 
opportunity to poor and hard core poor to 
borrow money to solve their problems and 
pay back the money in the future. In one 
hand, microcredit institution are creating 
opportunity to the poor to moving out from 
poor situation, and on the other hand this 
institution creates access to productive 
capital which is human capital and social 
capital (Manum et al., 2010). Microcredit 
enables poor and hard core poor to build up 
life by produced their own capital as well as 
able to protect the capital.  
 
There are evident that microcredit was 
produced positive impact to the poor and 
hard core poor household. Microcredit 
program’s participants are able to generate 
their income by using the capital from the 
institution and start with small business. 
Based on certain amount of income is 
generated from business enable them to 
improve basic facilities such as house 
condition, medical facilities and children 
schoolings. Microcredit has given the 
positive capital impact, not only for the 
capital impact but also human capital 
impact. Microcredit enable to move out 
poverty and low income group to the better 
life, there is significant evidence show that 
micro-credit has significantly given positive 
impact to the participant such as 
employment creation, income and 
expenditure of the target group, savings, 
assets ownership, wealth and comfort of 
family and community and increased the 
participant’s standard of living (Mahmood 
and Rosli  2013). 
Microcredit program in Malaysia has 
become the important tool for rural 
development, there are program and 
strategy was arranged by government as 
well as non-government for this program 
such as microenterprise project through 
created a new criteria of entrepreneur 
known as micro- entrepreneurship 
(Mondal, 2012). On the other hand, 
microcredit institution also provided basic 
skill training for micro entrepreneur. While 
government also has extended permission 
to international bank operating in Malaysia 
to provide microcredit financing, the project 
assisted by United Nation Development 
Program (UNDP) and others agencies, the 
mission of this project is to increasing 
communication, strategies and awareness 




Entrepreneurship is the unique set of 
personal characteristics of entrepreneur is 
fundamental to the process of innovation-
inspiration, creativity, direct action, 
courage, and fortitude (Martin and Osberg, 
2007). The entrepreneur is inspired to alter 
the unpleasant equilibrium. Besides, the 
entrepreneur must think creatively and 
develops a new solution. The entrepreneur 
does not try to optimize the current system 
with minor adjustments, but build wholly 
new way of approaching the problem.  
 
Entrepreneurship can be conceptualized as 
the discovery of opportunities and the 
succeeding creation of new economic 
activity, often via the creation of a new 
organization (Reynolds, 2005). It is 
acknowledged as one of the major driving 
forces of the economy of every modern 
society and is considered as the instrument 
to cope with the new competitive landscape 
and its enormous speed of changes (Kraus 
and Kauranen, 2009).  
 
Entrepreneurial activities encourage 
discovery, assessment and exploitation of 
opportunities. It means that entrepreneurs 
needs always to rebuild new products, 
services or production processes; creating 
new strategies and organizational forms, 
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new markets for products and inputs that 
meet with market demands (Shane and 
Venkataraman, 2000; Onuoha, 2007). 
Entrepreneurship as an indispensable 
condition for the success of a business is 
understood in a realist and indeed causal, 
sense as bringing about real change (Eroglu 
and Picak, 2011; Grassl, 2012). 
 
Entrepreneurship and business survival 
 
Entrepreneurship in business survival 
requires some measurement to have a 
successful business. Ligthelm (2010) 
explains that entrepreneurs as the self-
employed based on the notion that a person 
can be unemployed, self-employed or in 
wage employment. His research based on 
the entrepreneurial strategy in doing 
business focus to a more activity-based 
approach. The finding stated that 
entrepreneurial acumen and business 
management skills be classified as the 
strongest predictors of small business 
survival. It shows that entrepreneurship is 
still a developing science for measuring 
entrepreneurship in business formation, 
sustainability and growth at an individual 
business level.  
 
Since the middle of the last century, much 
previous research failed to present 
conclusive evidence to explain 
entrepreneurial behavior through trait 
measurement (Cromie, 2000). Ligthelm 
(2010) use the level of entrepreneurial 
acumen to measuring the level of 
entrepreneurship to indicate the extent to 
which these entrepreneurial actions were 
applied in their business establishments 
and their operations. Entrepreneurial 
acumen related with a skill by entrepreneur 
in doing business such as business plan, 
marketing strategy, risk analysis and 
regular analysis of competitors. Other than 
that, this variable relate closely to 
innovative and creative actions to ensure 
business sustainability in heightened 
competitive circumstances. These studies 
inform the hypothesis below: 
 
Hı 1: There is a positive relationship 
between entrepreneurial acumen and 
effectiveness of microcredit scheme. 
In a small business, developing competitive 
advantage can be considered a critical 
success factor particularly for new 
entrepreneur (Bressler, 2004). To be 
success in business, entrepreneurs need to 
develop a competitive advantage that can 
be sustainable over a period of time. New 
entrepreneur must prepared this situation 
mentally and physically to be a successful 
entrepreneur. 
 
Competitive advantage is defined as the 
capability of business to remain success for 
a long time (Porter, 1985). To develop 
competitive advantage requires essential 
combination of resources such as capital, 
market opportunities, innovative, able to 
face with risks and valuable business 
strategy (Barney, 1991; Cockburn et al., 
2000). To sustain in business, 
entrepreneurs need to work towards 
customers’ orientation and create success 
business culture (Mukerjee, 2016). These 
days, customers have full information and 
knowledge of product, therefore they 
looking for the product that valuable as cost 
they pay. Entrepreneurs can build 
competitive advantage by produce product 
according demands by customers by utilize 
resources, create value and making 




Competitive advantages also related with 
differences of businesses and less common 
across the businesses by utilize resources as 
key strategic goals (Hamel and Prahalad, 
1993). Entrepreneurs need to allocate 
resources to produce quality product and 
better design to gain competitive advantage. 
On the other hand, competitive advantage 
also acquire business behaviour to build 
behaviors related with new competences 
(Floyd and Lane, 2000). These behaviour 
including create business plan, integrate 
with technological, maximize resources, 
capabilities and mindset as success 
enterpreneurs (Agarwal and Helfat, 2009). 
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Meanwhile to sustain the competitive 
advantage over several decades needs 
enterpreneurs to focus on existing demands 
and also projection business plan in future 
(Sitkin et al., 2011). 
Based on the argument above two 
hypothesis below is derived: 
 
Hı 2: There is a positive relationship 




Hı 3: There is a positive relationship 
between advantages of small business and 
effectiveness of microcredit scheme. 
 
These both hypotheses also derived from 
the issues of competition from the newly 
established mall and competitive 
advantages explored by small businesses 
(Ligthelm, 2010).  
 
Next, the role of government in producing 
more entrepreneurs and thus alleviate 
poverty is very important. It is in the 
interest of all the governments to 
implement policies to foster 
entrepreneurship and gain the benefits of 
its activity.  Government policy is important 
for entrepreneurship and this relationship 
determine what policies are more 
conducive to productive entrepreneurship. 
Every country has different level of 
development and the relationship between 
policy and entrepreneurial activity. Thus, 
government should give their effort to 
create enabling environments conducive to 
the entrepreneur and the 
commercialization of development to help 
entrepreneur. However, government 
policies can be categorized as active or 
passive depending on whether they involve 
the government in determining which types 
of businesses are promoted. 
 
Besides, entrepreneur activity leads to 
development economic growth and helps to 
reduce poverty, create a middle class, and 
foster stability. As a result, policy 
discussions have centered on the idea that 
governments seeking to stimulate their 
economies should reduce constraints on 
entrepreneurship (Minniti, 2008). It is also 
clear that the entrepreneurship policy 
cannot fit all the entrepreneurs. In a long 
term, governments can only provide an 
underlying environment conducive to the 
emergence of productive rather than 
unproductive entrepreneurship. Other than 
that, government also should provide 
adequate funds to the institutions for 
several of learning such as programs or 
courses to train entrepreneurs with 
entrepreneurial skills in the particular field. 
Therefore; this study hypothesis predicts 
the following: 
 
Hı 4: There is a positive relationship 
between government policy and 
effectiveness of microcredit scheme. 
 
Hı 5: There is a positive relationship 
between implementation and effectiveness 
of microcredit scheme. 
 
According to Frankish et al. (2007), survival 
appears positively related to firm size in 
term of assets or employee numbers and 
the length of time that a business has been 
operating. Others additional factors are 
industry-level factors and the scale of 
financial resources available to the 
business. However, there is a clear core 
covering growth, volatility, financial 
management and ambition as a primary 
factors in business survival. Strength of 
small business also depends on the attitude 
of entrepreneurs, partners, advisers, 
employees, or family members who have a 
passion, almost compulsive desire to 
succeed. This makes them work harder and 
better. Based on the argument above 
hypothesis below is derived: 
 
Hı 6: There is a positive relationship 
between business survival and effectiveness 
of microcredit scheme. 
 
METHODS 
The population chosen for this research 
concentrates on the participants or 
borrower from AIM and TEKUN in Kuala 
Lumpur as capital city of Malaysia. 
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Meanwhile, sampling involves selecting 
participants who are most readily available 
to participate in the research and who can 
provide information that answers the 
research questions of the study. 
 
However, in this study, total number of 
samples is less than the actual distributed. 
Of the 500 questionnaires distributed, 280 
were returned (56% response rate). Out of 
these returned questionnaires, 257 were 
correctly filled. This amount was not too 
little or too large for this study. 23 returned 
questionnaires (not correctly filled) 
contained missing data and were simply 
discarded because those correctly filled 
were sufficient for the analysis. According 
to Cattell (1978), the minimum sample is 
250 or a total of complete questionnaire can 
be 30 percent to 40 percent from total of 
questionnaire distributed. 
 
In term of research instrument, the 
researcher used a questionnaire distributed 
to participants or borrower from AIM and 
TEKUN. The questionnaires are categorized 
into nine (9) parts which contains of 65 
items.  Part A (12 items) is designed to 
collect demographic information and Part B 
(6 items) is to collect business information 
of the respondents. Next, Parts C, D, E, F, G, 
H and I were designed to measure the 
entrepreneurial acumen (6 items), business 
competition (6 items), and advantages of 
small business (4 items), policy (5 items), 
implementation (12 items), effectiveness (6 
items) and business survival (8 items). 
 
This questionnaire also includes some space 
to allow respondents indicates percentage 
of income increment after start business 




In this pilot study, the sample is selected 
has the same characteristics with the 
sample to be studied.  
 
Results obtained from this pilot study show 
all variables measured gave Cronbach Alpha 
values range from 0.707 to 0.917 (Table 1). 
The result shows this questionnaire is a 
reliable measurement tool to conduct this 
study. It indicates no modification needed 
to all the items in the questionnaires.  
 
 
Table 1: Pilot Test 
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ANALYSIS AND RESULTS 
Table 2: Participants’ Profile 
Category Demographic f % 
Gender Male 16 6.2 
 Female 241 93.8 






 30-39 years 63 24.5 









 70 years and above 4 1.6 















 Degree 13 5.1 
 Others                                       8 3.1 















Marital Status Single 25 10.1 
 Married 189 73.5 
 Single Mother/Father 42 16.3 
Duration of business Less than 5 years 113 44.0 
 5-10 years 93 36.28 
 11-15 years 24 9.3 
 15-20 years 






In this study, as shown in Table 2 indicates 
that respondents are categorized into seven 
(7) age groups which range from below 19 
years old, 20-29 years old, 30-39 years old, 
40-49 years old, 50-59 years old, 60-69 
years old and more than 70 years old. Most 
of the participant’ age are 40-49 years old 
which representing 40 percent (n=103). 
Meanwhile, the lowest participants age are 
under group of less than 19 years old 0.8 
percent (n=2)  and group of more than 70 
years old 1.6 percent (n=4). For the others 
group demonstrates the moderation 
numbers of participant that interest to joint 
this scheme. It means that participants from 
middle age more interested in the business 
rather than young and old group of 
population. 
 
In regards to education levels of 
respondents can be categorized into seven 
(7) levels consist of Primary/UPSR, 
PMR/SRP, SPM/SPMV, STPM, Diploma, 
Bachelor Degree and others.  Majority of the 
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participants are SPM/SPMV holder 
represents 44.4 percent (n=114) of the 
group. For the lowest group involve as 
participant are holding others education 
level, 5.1 percent (n=13) holding Bachelor 
Degree and Diploma accordingly. It implies 
that most of SPM holders are more 
interested to get funding and run their own 
business rather than seeking for other job 
opportunity. This scenario emerges 
probably due to limited opportunities and 
qualification to further study.   
 
For the monthly income, it is divided into 
five (5) groups which range less than 
RM1000, RM1000-RM2000, RM2001-
RM3000, RM3001-RM4000 and RM4000 
and above. The results shows that the 
highest salary are RM1000-RM2000 45.9 
percent (n=118) and the lowest number of 
salary by above than RM4000 3.9 percent 
(n=10). Majority of participant’s monthly 
income indicated less than RM1000-2000. 
This result explain why respondents 
looking for microcredit as financial 
assistance for them to get loan and start 
business rather than others conventional 
bank that needs guarantor or others assets 
for loan.  Based on the salary implies that 
most of the respondents in this group 
unaffordable to get the loan from other 
resources except microcredit such as AIM. 
 
The marital status category is divided into 
three categories; single, married and single 
mother or single father. Based on Table 1.2 
it is found that married participants 
recorded the highest number which 
representing 73.5 percent (n=189) followed 
by single mother/father participants which 
representing 16.3 percent (n=42) and 10.1 
percent (n=25) representing single 
participants. This result shows most of the 
married participants involved in business to 
support their family.  
The last question in demographic part is 
about duration of business among 
participants. This question divided the 
answer into five (5) categories which range 
less than five years, 5-10 years, 11-15 years, 
15-20 years and 20 years and above. 
Majority of the participants have duration 
of business less than five years which 
represents 44 percent (n=113), followed by 
5-10 years which represents 36.28 percent 
(n=93), 11-15 years which represents 9.3 
percent (n=24), 20 years and above which 
represents 7 percent (n=18) and 15-20 
years which represents 3.5 percent (n=9). 
This result shows majority of participants 
involved in business with the assistance by 
agencies are less than five year. This result 
does not mean they quit being entrepreneur 
but actually they feel they can continue 
their business without microcredit scheme. 
 
Table 3: Business Information 
Category Business information f % 













Factors Interest 79 30.7 
 Improving quality of life 
Environment 
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Table 3 below clearly shows five (5) 
categories type of business this which is 
grocery, restaurants, cake/snacks, salon and 
others. From a total of 257 respondents, 
majority of the respondents have others 
type of business which represents 71.6 
percent (n=184). This result followed by 
cake/snacks business which represents 
16.7 percent (n=43), restaurant business 
which represents 6.2 percent (n=16), 
grocery business which represents 3.9 
percent (n=10) and salon business which 
represents 1.6 percent (n=4). This shows 
majority of participants have other business 
because they have various businesses such 
as tailor, night market, farmer, peasant, 
online business, handicraft, and others. 
 
In this part, the factors that cause 
respondents to start a business also were 
analyzed. These factors were divided into 
five (5) namely interest, improving quality 
of life, environment, promotion by 
government and government support. 
Based on Table 3 it is found that improving 
quality of life factor recorded the highest 
number which represents 40 percent 
(n=103), 30.7 percent (n=79) represents 
interest factor, 18.7 percent (n=48) 
represents environment factor, 7.4 percent 
(n=19) represents government support 
factor and 3.1 percent (n=8) represents 
promotion by government. The result 
clearly shows that microcredit as a tool for 
participants to improve their quality of life 
through income from the business. They 
also have a strong interest in 
entrepreneurship and spirit to overcome 
poverty. 
 
The analysis also show that majority of 
respondents mentioned that there are 
major increment in their business income 
after get loan credit and guidance from 
microcredit institution. In term of income 
increment indicates that 70% (n=180) 
agreed that the business income increase 
after get loan and monitoring from 
microcredit institution. Meanwhile, 30% 
(n=77) respondents explain the changes in 
business income after involve in the 
microcredit program.  
 
The Relationship between The Effectiveness of Microcredit Program and 
Entrepreneurship Development 
 
Table 4: Correlation of Effectiveness Microcredit Scheme and Entrepreneurship 
Dimension 
Variables EA CB AS GP I BS E 
Entrepreneurial Acumen (EA) R 1 .439(**) .418(**) .439(**) .335(**) .234(**) .371(**) 
P  .000 .000 .000 .000 .000 .000 
Competitive of Business (CB) R - 1 .517(**) 1.000(*
*) 
.457(**) .048 .421(**) 
P   .000 .000 .000 .439 .000 
Advantages of Small Business 
(AS) 
R - - 1 .517(**) .419(**) .197(**) .386(**) 
P    .000 .000 .008 .000 
Government Policy (GP) R - - - 1 . 
.457(**) 
.048 .421(**) 
P     .000 .439 .000 
Implementation (I) R - - - - 1 .105 .703(**) 
P      .092 .000 
Business Survival (BS) R - - - - - 1 .123(*) 
P       .013 
Effectiveness (E) R - - - - - - 1 
P        
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Variables EA CB AS GP I BS E 
Entrepreneurial Acumen (EA) R 1 .439(**) .418(**) .439(**) .335(**) .234(**) .371(**) 
P  .000 .000 .000 .000 .000 .000 
Competitive of Business (CB) R - 1 .517(**) 1.000(*
*) 
.457(**) .048 .421(**) 
P   .000 .000 .000 .439 .000 
Advantages of Small Business 
(AS) 
R - - 1 .517(**) .419(**) .197(**) .386(**) 
P    .000 .000 .008 .000 
Government Policy (GP) R - - - 1 . 
.457(**) 
.048 .421(**) 
P     .000 .439 .000 
Implementation (I) R - - - - 1 .105 .703(**) 
P      .092 .000 
Business Survival (BS) R - - - - - 1 .123(*) 
P       .013 
Effectiveness (E) R - - - - - - 1 
P        
**. Correlation is significant at the 0.01 level (2-tailed). 
*. Correlation is significant at the 0.05 level (2-tailed). 
 
Table 4 below illustrates the significant 
relationship between effectiveness of 
microcredit scheme and entrepreneurial 
acumen with r = .371, p<0.01. This findings 
indicated that the relationship between 
these two variables have a moderate 
correlation. It means that entrepreneurial 
acumen influences the effectiveness of 
microcredit scheme. Therefore, hypothesis 
1 was accepted. 
 
Hypothesis 2 showed that competitive of 
business had a significant relationship with 
effectiveness of microcredit scheme. The 
results of correlation led to the conclusion 
that the competitive of business gave 
impact to the effectiveness of microcredit 
scheme with r = .421, p<0.01. Therefore, 
hypothesis 2 was accepted. 
 
While, hypothesis 3 indicated, there were a 
positive relationship between advantages of 
small business and effectiveness of 
microcredit scheme. It revealed that the 
advantages of small business correlated 
with effectiveness of microcredit scheme 
with r = .386, p<0.01. Thus, hypothesis 3 
was accepted.  
 
Government policy plays an important role 
to the effectiveness of microcredit scheme. 
Table 4 also showed a significant 
relationship between government policy 
and the effectiveness of microcredit scheme 
with r = .421, p<0.01. This result implies 
that government policy was correlated with 
the effectiveness of microcredit scheme. 
Thus, this hypothesis was supported. 
Hypothesis 5 showed that the 
implementation had a significant strong 
relationship with effectiveness of 
microcredit scheme. The results of 
correlation led to the conclusion that the 
implementation of microcredit scheme 
determine the effectiveness of microcredit 
scheme with r = .703, p<0.01. Therefore, 
hypothesis 5 was accepted. 
 
As Table 4 illustrates, there was 
relationship between business survival and 
the effectiveness of microcredit scheme 
with r = .123, p<0.05. Business survival was 
important in order to know the future of the 
business. It was disclosed that business 
survival correlated with effectiveness of 
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This paper has explained the role of 
microcredit in promoting urban’s 
entrepreneurship skill. This finding 
demonstrated that the microcredit 
contribute to developing essential skills of 
entrepreneurs particularly on 
entrepreneurship acumen, competitive of 
business, advantage of small business, 
government policy, implementation of 
microcredit and business survival among 
urban entrepreneurs. The effectiveness of 
microcredit has enhancing entrepreneurs 
involved in small business using experience 
as a microcredit institution in Malaysia.    
 
This paper contributes to the important of 
microcredit program for urban 
entrepreneur development skill and 
knowledge. The finding of this study shown 
microcredit program is still relevant as 
important institutions in providing skill and 
knowledge of entrepreneurship and small 
business development. To ensure the 
continuously of relevancy microcredit 
institutions should re-evaluate some of the 
method applied to the borrower. They 
should formulate special method to 
promote more urban poor to get confident 
and involve as microcredit participants. It is 
because those only participate as members 
will be get credit access and monitoring of 
their business from government agency.  
 
Microcredit institution able to offer 
collateral free credit program for the 
borrower, guidance for business and 
sometimes, special training to those who 
are interested with some business 
arrangement. Arrangement of vocational 
training program and some of the skill 
training are organize by microcredit 
institution in order to ensure borrowers are 
fully utilizing the loan received. In one hand, 
creation awareness to enhance education 
among borrower also a crucial part to 
confirm the sustainability of business 
development by urban entrepreneurs. On 
the other hand, having involve in the 
microcredit program encourage borrower 
become facilitator and motivator to others 
borrower to expand and encourage 







The role of microcredit in poverty 
evaluation was well documented in the 
literature of microcredit. However, there 
are lacks of studies microcredit’s role to 
develop urban entrepreneurship skill. This 
study demonstrate that microcredit is a one 
of good enough product to encourage 
entrepreneur development especially in 
developing country. From this paper, 
therefore increasing our understanding 
toward role of microcredit to urban 
entrepreneur as it’s was found that 
microcredit decrease of poor and low 
income level in Malaysia. However, along 
the time government of Malaysia as well as 
microcredit institution should evaluate and 
monitoring the progress of urban 
entrepreneur succession in business to 
encourage more participant or members 
among poor urban to join this program. In 
future this study will seek to understand the 
strategies used by poor entrepreneurs 
success in business under microcredit 
program as lesson to others poor in urban 
area to improve their life.     
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